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INDEPENDENT AUDITOR'S REPORT

To the Board of Dircctors of:
Southeast Community Futures Development Corporation

I have audited the accompanying financial statements of Southeast Community Futures Development Corporation, which
comprise the statement of financial position as at March 31, 2014, and the statements of operations and chanves in fund
balances and cash flows for the year then ended, and a summary of significant accounting policics and other explanatory
information.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance with
Canadian Accounting Standards for Not-lor-Profit Organizations, and (or such internal control as management determines is
neeessary (o enable the preparation ol financial statements that are free from material misstatement, whether due to fraud or
CIror.

Auditor's Responsibility

My responsibility is o express an opinion on these financial statements based on my audit. I conducted my audit in
accordance with Canadian generally accepted auditing standards. Those standards require that I comply with cthical
requirements and plan and perform the audit to obtain reasonable assurance about whether the financial stateme
from malterial misstatement.

nis are frec

An audit involves performing procedures 1o obtain audil evidence about the amounts and disclosures in he linancial

statements. The procedures sclected depend on the auditor’s judgment, including the assessment of the risks ol material
misstatement of the financial statements, whether due 1o fraud or crror. In making those risk assessments. 1he auditor

considers internal control relevant 1o the entity's preparation and fair presentation of the financial statements in order 1o
destgn audit procedures that are appropriate in the circumstances, but not for the purpose ol cxpressing an opinion on the
cllectiveness ol the entity'’s internal control. An audit also includes evaluating the appropriateness ol accounting policies
used and the reasonablencess of accounting estimates made by management, as well as evaluating, the overall [JH‘,Hl"lH
the financial statements.

alion ol

[ beheve that the audit evidence 1 have obtained is suflicient and appropriate to provide a basis [or my audil opinion,
Opinion
In my opinion, the linancial stalements present fairly, inall material respects, the financial position ol Southeast

Community Futures Development Corporation at March 31, 2014, and the results of its operations and its cash [ows for
the year then ended i accordance with Canadian Accounting Standards for Not-for-Profit Organizations.

Taew Chactered Aecousiont

July 29,2014 CHARTERED PROFESSIONAL ACCOUNTANT
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SOUTHEAST COMMUNITY FUTURES DEVELOPMENT CORPORATION
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED MARCH 31,2014

OPERATING ACTIVITIES:
Fxcess (deficiency) ol revenues over expenditures
Changes in non-cash operating working capital items:
Accounts receivable
Due from government agencies
Contributions receivable
Duce from inter-funds
Duce from Southeast Training and Employment
Loan disburscments, net ol repayments and provisions
for loan impairments
Accounts payable and accrued labilities
Due to inter-funds
Due to Southeast Resource Development Council
Delerred contributions

NET INCREASE (DECREASE) IN CASH DURING THE YEAR
CASH BALANCE, beginning ol year

CASH BALANCE, end of ycar

2014
$

21,945

1,585
14,969
(1,102)
(9,274)

(48,021)

(66,238)
(1,058)
9,274

(46,467)

(124,387)

637.962

213575

See Auditor's Report and accompanying notes

215

43 438
(4.021)

(50)
20,008

(164,290)

(78.818)
50
17,104

42,978

(114.350)
752,348

— ey

037,962

Y
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SOUTHEAST COMMUNITY FUTURES DEVELOPMENT CORPORATION
NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2014

PURPOSE OF THE ORGANIZATION

Southeast Community Futures Development Corporation is a community based organization that provides loans and
linancial services to small businesses that are otherwise unable to obtain linancing, It was originally cstablished by
Bloodvein, Brokenhead Ojibway Nation, Little Grand Rapids, Bulfalo Point, Hollow Water, Black River. Berens
River, Poplar River and Pauingassi First Nations for small businesses within these member First Nations and their
members. The Organization was incorporated as a company without share capital under the Manitoba Corporations
Act. The Organization is generally exempt from federal and provincial income taxes under the Income Tax Act in
accordance with paragraph 149(1)(1).

UMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Southeast Community Futures Development Corporation operates with most aspects of s funding subject o the
controb ol the Government of Canada. The significant policies are explained below:

A.  FINANCIAL STATEMENT PRESENTATION
These financial statements have been prepared in accordance with Part H - Accounting Standards for Noi-for

Profit Organizations ol the CICA Handbook - Accounting, issucd by the Accounting Standards Board (AcSI).
using the restricted fund method of accounting for contributions.

The Operating Fund accounts for the corporation’s program delivery and administration activities. This
fund reports unrestricted resources and restricted operating grants.

The Investment Fund accounts for the investment activities to assist small businesses and entreprencurs
in the Torm of loans. Investment funds are segregated o repayable and non- repayable tunds.

Outlined below are those policies considered (o be particularly significant.
B. REVENULE RECOGNITION

Restricted contributions related 1o general operations are recognized as revenue of the Operating Fund in the year
in which the related expenses are incurred.

Restricied contributions for special purposes are deferred and recognized as revenue in the year in which the
related expenditures are incurred.

Unrestricted contributions are recognized as revenue, of the Operating Fund, in the year in which they are
received or receivable 1l the amount to be received can be reasonably estimated and collection is reasonably
assured.

Investment income is recognized as revenuoe in the restricted investment fund when carned.
C. REPAYABLE INVESTMENT FUNDS

Funds received from Western Economice Diversilication Canada lor investment purposes are recoenized
liabilitics when received.

Any uncncumbered cash balances in cach of the Repayable Investment Funds on March 31, 2017 will be repaid Lo
Western Economic Diversification Canada. In addition, all subscquent principal collections on loans will be
repaid o Western Eeonomic Diversification Canada until the amount of cach original Repayable Investment Fund
is Tully repard.



SOUTHEAST COMMUNITY FUTURES DEVELOPMENT CORPORATION
NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2014

When the original amount of each Repayable Tnvestment Fund contribution has been fully repaid, one-half of (he
remaining assets ol cach Repayable Investment Fund shall be repaid to Weslern Economic Diversilication
Canada. However, il the realizable asscets are insufficient to repay the full amount ol cach Repavable Invest
Fund contribution, the organization's requirement to repay the full amount will be terminated once the full value
ol the assets credited (o cach Repayable Investment Fund is paid o Western Economic Diversilication Canada.

ment

D. LOANS RECEIVABLE

Loans receivable are stated net of an allowance for loan impairment and net of any uncarncd interest. Inferes)
income is recorded on an accrual basis unless the loan is classilicd as an impaired loan.

Loans receivable are considered to be impaired when, in management's opinion, there is reasonable doubt as 1o
the ultimate collectability of some portion ol the principal or interest. When a loan is classilicd as impaired,
recognition of interest in accordance with the original loan agreement ceases. Subsequent payments of interest or
principal received on an impaired loan are recorded as a reduction of the recorded investment in the loan.
is recognized only when all allowances [or loan impairment have been reversed.

Interest

Impaired loans are recorded at their estimated realizable amounts.
5. ALLOWANCE FOR LOAN IMPAIRMENT

The allowance for loan impairment is maintained at an amount considered adequale (o absorh anticipated credil
related losses. This account is increased by the provision for impaired loans, charged (0 income in the ¢
non-repayable Investment Fund loans or to the liability in the case ol repayable Investment Fund
reduced by write-olfs, net of recoveries.

ase ol
loans, and

Specilic provisions are established on a loan by loan basis 1o absorb losses on all doubtful accounts thal h
been identified as a result ol the corporation's regular review of its loan portlolio.

dve

Write-ofls are recorded after all restructuring or collection activities have taken place and the possibility
[urther recovery is considered to be remote.

F. USE OF ESTIMATES

The preparation ol financial statements in accordance with Canadian generally accepted accounting principles for
not-for-profit organizations requires management o make estimates and assumptions that affect the reported
amounts ol asscts and liabilitics and disclosure ol contingent assets and liabilitics at the date of the financial
statements, and the reported amounts ol revenues and expenditures lor the year then ended. Actual results mav
differ from the organization's best estimates as additional information becomes available in the future. Accounts
requiring estimales and assumptions include accounts receivable, accounts payable and accrucd liabilities, loans
receivable and allowance for loan impairments, and deferred contributions.

(. FINANCIAL INSTRUMENTS

The Organization has classilied cach ol its financial instruments into the following accounting catceorics. The
category for an ilem determines its subscquent accounting,

Asset/Liabilit Calegory
Cash Held for trading,
Accounts receivable Loans and recervables

Accounts payable Other liabilities
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SOUTHEAST COMMUNITY FUTURES DEVELOPMENT CORPORATION

NOTES TO FINANCIAL STATEMENTS

MARCH 31, 2014
. Held Tor trading items are carried al lair value, with changes in their lair valuc recogmzed in the
Statement of Operations.
- Loans and receivables are carried at amortized cost, using the clfective interest method. nel of any
impairment. "
- Other labilities are carried at amortized cost, using the effective interest method.,

The Organization has clected to follow the disclosure requirements of Section 3861 "Financial Instruments

Disclosure and Presentation” ol the CICA Handbook,

LLOANS RECEIVABLE

Regular Disabled Youth
Non-repayable Repayable Repayable 2014 20313
$ $ $ $ $
Loans receivable 1,436,472 57,187 145,290 1,638,949 1.558.265
Less: allowance for impairment 715,883 52,534 133.424 901.841 887,395
Loans receivable, net 720,589 4,653 11,866 737,108 670.870)

DESCRIPTION OF FUNDS

Operating Fund:

The unrestricted Operating Fund records the operating activities of the Organization.

Externally Restricted Funds:
{(a) Youth Investment Fund

The corporation received a repayable Youth Investment Fund contribution of $200,000 (rom Western Economic
Diversification Canada to be used in the provision of loans, loan guarantees and cquity investments 1o businesses
ownced by persons under the age of 29 years. The maximum amount of the loan is not to exceed $25.000 for a
term not exceeding 5 years. The minimum rate of interest will not normally be less than the prime rate plus two
|)L‘F(.'L'IH.

(b) Disabled Investment Fund

The corporation received a repayable Disabled Investment Fund contribution of $200,000 Trom Westiern
Economic Diversification Canada to be used in the provision of loans, loan guarantees and equity investments to
businesses owned by persons with disabilities. The maximum amount of the loan is not to exceed $150.000 lor a
term not exceeding 5 years. The minimum rate of interest will not normally be less than the prime rate plus two
pereent.

{¢) Regular Repayable Investment Fund

The corporation received a Regular Repayable Investment Fund contribution of $32.364 from Western Economic
Diversification Canada to be used in the provision of loans, loan guarantees and cquily mvestments in o new
business or expansion ol an existing business. The maximum amount of the loan is nol o exceed $150.000 for o
term not exceeding 5 years. 'The minimum rate ol interest will not normally be less than the prime rate plus two
pereent.

RELATED PARTY TRANSACTIONS

Shawano Wapunong Building Inc. and Southeast Resource Development Council Corporation are commonly
controlled corporations. Southceast Community Futures Development Corporation rents its premises [rom Shawano-



6.

9.

10.

SOUTHEAST COMMUNITY FUTURES DEVELOPMENT CORPORATION
NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2014

Wapunong, Building Inc. and paid rent ol $32,237 (2013 - $32,165).

PENSION PLAN

The organization maintains a delined contribution pension plan [or most of its cmployees. All contributions are fully
[unded on a monthly basis and are included in salarics and benefits expenditures. Funds are held "in trust” at London
Lile Insurance Co. The plan is in compliance and is in good standing with the provisions ol the Pension Benelil
Standards Act and the Income Tax Act ol Canada.

ECONOMIC DEPENDENCE

The organization receives the majority ol its funding from the Government ol Canada represented by the Minister ol
Western Economic Diversification Canada. The organization’s ability (0 continue viable operations is dependant
upon this funding,.

CONTINGENT LIABILITIES

The organization receives funding from various government agencies based on specific budgeted program needs and
allocates certain expenditures to the various programs. In many cases the lunding agency has the right (o review
accounting records Lo ensure compliance with the terms and conditions ol their funding agreements. At this time, no
estimate of the requirements, i any, to reimburse the agencies can be made. Management feels that their allocations
ol expenditures are Lair and accurate in the circumstances.

FINANCIAL INSTRUMENTS AND RISK MANAGEMENT

The Organization's Tinancial mstruments consist ol cash, accounts receivable, due from government agencies, loans
receivable, accounts payable and accrued liabilitics and advances (o/from related organizations. 11 is management's
opinion that the organization is not exposed to signilicant liquidity, interest, currency, or market risks ;n‘ixiLlw, from
these linancial instruments. The Organization is exposed to credit risk on its foans receivable. Credil risk is wh\cn one
party to a financial instrument will fail to discharge an obligation and cause the other party (o incur a financial loss.

The fair value of these financial instruments, except for loans receivable and advances (o/from related oroanizations.
corresponds to their carrying value due to their short-term maturity. The lair value of the advances 1o/lrom related
organizations is not readily determinable because of the related party nature of the balances.

COMPARATIVE FIGURES

Certain comparative figures have been re-classed to conform with the current year's presentation,



